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1. Field of the Invention 

The invention relates to machine-executable techniques for performing financial calculations 
directed to college saving plans. 

2. Background Art 

With the ever-increasing costs of tuition, room and board, many families are interested in 
starting a savings program for college expenses. Although it is possible to use a conventional savings 
or money market account for this purpose, a wide variety of educational funding alternatives have been 
developed. These alternatives fall into four categories: (1) UGMA/UTMA Accounts (Uniform Gifts to 
Minors Act/Uniform Transfers to Minors Act), (2) Client Assets, (3) '529' College Investing Plans, - 
and (4) Education IRA's. Of course, these categories are not mutually exclusive: it is possible for the 
investor to allocate assets to a plurality of funding alternatives, such as an Education IRA and a 
UGMA/UTMA Account- 
Client Assets include any financial assets that are owned by the client, such as savings or money 
market accounts, stocks, bonds and various other financial instruments. This asset category provides 
the investor with a significant amount of flexibility. Although the client may refer to these assets as part 
of a "college fund", there are typically no legal restraints or incentives that limit disbursement of the 
funds to meet educational expenses. If the prospective student decides not to attend an institution of 
higher learning, if a financial emergency arises, or if the asset donor has a "falling out" with the child, 
the assets can readily be used for non-educational purposes, or transferred to a third party. 



the assets can readily be used for non-educational purposes, or transferred to a third party. 
Unfortunately, this flexibility comes at a price: any investment income will be taxed according to the 
client's ordinary income and/or capital gains tax rate. 

Funds held in UGMA/UTMA accounts are controlled by a custodian until the child reaches the 
age of majority. These accounts are advantageous in that investment income is taxed at the childs' rate, 
which is typically lower than the custodian's rate. Additionally, the gift may qualify for the annual gift 
tax exclusion. Moreover, if the gift involves property, once the property is sold, the gain is taxable at a 
special, lower rate. UGMA/UTMA accounts do present several shortcomings. The client no longer 
controls the assets. Worse yet, the child owns the funds and, upon reaching the age of majority, can use 
them for any purpose whatsoever. Depending upon the age of the beneficiary, gifts made to a 
UGMA/UTMA account by the custodian of the account could be included in the custodian's estate for 
tax purposes. The child's ability to qualify for financial aid may be adversely impacted. Finally, 
income generated from assets that are owned by a child are subject to special income tax considerations. 
These considerations are a function of the child's age and income. If the proper conditions are not met, 
the investment income could be taxed at the parent's (usually higher) rate. 

'529' College Investing Plans are relatively new savings vehicles that are becoming increasingly 
popular. These plans offer tax-advantaged saving and investing while, at the same time, providing the 
client with some control over fund distribution. Federal taxes are deferred until the funds are 
distributed, when growth in excess of contributions is taxed at the child's rate. Funds may grow free of 
state income taxes, depending upon the laws in the state(s) where the client files a state income tax 
return. Assets can be used to pay for tuition, room, board, books, and required supplies at any 
accredited post-secondary school in the United States. Contributions are generally considered as having 



been removed from the client's taxable estate. Married couple filing jointly can contribute up to 
$100,000 in a single year without gift tax consequences, provided that no more gifts are made to the 
beneficiary for a five year period. Single taxpayers can contribute up to $50,000 in a single year. 

A fundamental advantage of '529' College Investing Plans is that the participant retains control 
of the account. Moreover, the participant can change beneficiaries at any time, as long as the new 
beneficiary is in the same family as the original beneficiary, without incurring a penalty. Although non- 
qualified withdrawals can be made at any time, the participant must pay a penalty on earnings. 
Earnings from non-qualified withdrawals are taxed as ordinary income at the participant's rate. 
However, the participant may make penalty-free withdrawals if the beneficiary receives a scholarship, 
or in the event that the beneficiary dies or becomes disabled. There are no annual income limits on 
participation, no annual filing requirements (unless a withdrawal has been made), and substantially no 
time limits for which assets must be held in the plan. 

For many individuals, the 4 529' plans represent a significant improvement over previously- 
existing college investment vehicles. However, these plans are not without their shortcomings. Once 
funds are contributed to the plan, the participant does not control the manner in which the funds are 
invested. Investment decisions are typically made by fund managers who are hired by the sponsoring 
state. It is only possible to make contributions to 6 529 plans in the form of cash. Securities cannot be 
transferred into the plan. Of some significance, the funds can only be used for educational purposes to 
receive full income tax benefits. If funds are withdrawn for other than educational purposes, the 
earnings portion is taxed as ordinary income, and a 10% penalty is assessed. 

It is possible to combine a '529 plan with a UGMA/UTMA transfer, so as to enable a client to 
benefit from the tax advantages of both funding alternatives. Monthly contributions are made to a 
UGMA/UTMA fund until the investment income generated within the account exceeds the tax-exempt 
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limit of $700 per annum. Any further contributions are then made to a c 529 college investment plan to 
take advantage of tax-deferred growth. 

One last category of education investment alternatives is an Education IRA. This IRA allows 
annual, non-deductible contributions up to $500 per annum until the beneficiary reaches the age of 18. 
5 IRA contributions grow tax-free. Withdrawals are tax-free if they are used for qualifying educational 

expenses. Unused funds may be transferred to other family members, but only if the funds are then used 
for educational purposes. Anyone, including grandparents, may contribute to an education IRA. 
However, contributions from all sources may not exceed $500 per beneficiary per year. Eligibility is 
based upon the contributor's modified adjusted gross income, and phaseout starts when this income 

1 0 exceeds $ 1 50,000 for married contributors and $95,000 for singles. In general, assets must be 
distributed by the time the beneficiary reaches the age of 30. 

From the foregoing summary of various college investment plans, it is apparent that potential 
contributors are confronted by an almost bewildering array of options. It may be difficult or impossible 
for the average contributor to determine which plan is best for a given situation. In an effort to provide 

1 5 some guidance to these contributors, a number of web sites have been developed which permit investors 
to assess the pros and cons of a specific college investment plan. Such web sites differ greatly in terms 
of the financial calculation program(s) that are used, the inputs that may be entered into these programs, 
and the outputs that are provided. 

Irrespective of the manner in which a given college investment web site is implemented, existing 

20 financial calculation programs do not consider the tax implications of various funding alternatives for 
the contributor and the child. These considerations are significant factors in determining which 
investment plan or plans are best suited to the needs and circumstances of specific investors. If tax 
considerations are ignored, an inappropriate or suboptimal college investment vehicle may be selected. 



Many existing college investment web sites are affiliated with state-administered '529 college 
investment plans. These plans are sometimes referred to as Qualified State Tuition Programs. One of 
the most advanced websites is operated by the New York State College Choice Tuition Savings 
Program (URL: http://www.nvsaves.comV This site includes a calculation program that accepts a child's 
current age, college start date, current college savings, annual savings after tax rate of return, and 
estimated annual tuition. The program outputs a year-by-year savings chart and a college savings graph. 
However, the savings charts and graphs do not compare one college investment plan with another. 
Moreover, the tax consequences of the investments are not considered. The program accepts an input in 
the form of an after-tax rate of return, whereas the contributor may not be able to determine this rate 
with any degree of ease and certainty, or may simply not wish to calculate this rate by performing & 
series of tedious mathematical calculations. Also, the contributor may wish to obtain information 
related to the manner in which this rate of return could be maximized, instead of merely entering an 
estimated value as a fixed input to the financial calculation program. 

Another exemplary college investment web site is operated by a company known as "TIAA- 
CREF". The site utilizes a "college savings calculator" that accepts the prospective student's current 
age, age at which the student will start college, current college savings, monthly savings contribution, 
current tuition cost, estimated annual tuition inflation, and annual after-tax return on savings. In 
response to these inputs, the program calculates the projected year-to-year increase in college savings 
balance, as well as an inflation-adjusted tuition goal. A graph is displayed to show how far a 
contributor's projected savings balance will go toward covering tuition costs over four full years of 
college attendance. Of significance, the calculations are based upon after-tax rate of returns. 
Accordingly, the contributor is left with the task of assessing the tax ramifications of an investment 
option. These ramifications may have a significant financial impact on the efficacy of the savings plan 
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in meeting educational expenses. Moreover, the program does not provide a comparison among 
various investment options. 

Yet another college investment web site is operated by Fidelity Investments. This site provides a 
qualitative "comparison table" that lists the basic advantages and disadvantages of various college 
5 funding alternatives. However, it is important to realize that this table does not show the results of any 
financial calculation, nor does it contain any user-specific information. Rather, the table includes a list 
of predetermined textual messages. The Fidelity Investments site does offer a calculation program 
called a "college cost calculator, but this calculator is not tied to the comparison table. The calculator 
accepts inputs in the form of the child's age, years remaining until the child enters college, years of 

10 college planned, pre-tax rate of return, college inflation rate, and present annual college cost. The. 

outputs are provided in numeric form, and include total college cost in today's dollars, total college cost 
in future dollars. Target savings amounts are provided, broken down into monthly, yearly, and quarterly 
increments. A one-time lump sum savings figure is also provided. As was the case with previously- 
mentioned sites, the calculator output does not take into account tax implications for the parent and the 

1 5 child. Nor does this output show any type of numerical comparison between different college funding 
alternatives. 

In view of the foregoing web site analysis, there is a need for a college funding calculator that 
considers the tax implications of each of a plurality of college saving plans. There is also a need for a 
calculator that provides a comparative analysis for these saving plans, so as to enable an investor to 
20 select a plan or combination of plans that best meets his or her needs. 



SUMMARY OF THE INVENTION 



Novel computerized methods are described for illustrating and analyzing educational saving plans 
by considering the tax implications of these plans. The method is for use with a computer-readable 
medium on which are stored a plurality of respective educational institution identifiers and a plurality of 
educational savings plan parameter sets. Each of the educational institution identifiers is associated 
with a corresponding set of cost parameters specifying at least one of room, board, and tuition costs for 
the respective educational institution. Each of the educational savings plan parameter sets specifies one 
or more characteristics of a corresponding educational savings plan. The method includes the steps of 
receiving at least one educational institution identifier and, for each of the received identifiers, retrieving 
the corresponding set of cost parameters from the computer-readable medium. A comparative analysis 
of a plurality of educational savings plans is generated by applying each retrieved set of cost parameters 
to each of the educational plan parameter sets. This comparative analysis takes into consideration the 
tax implications of a plurality of educational savings plan. The results of the comparative analysis are 
outputted on a display and/or printout so that an investor can determine which of the plurality of 
educational savings plans best meets his or her needs. 

Pursuant to a further embodiment of the invention, the educational institution identifiers stored 
on the computer-readable medium specify undergraduate as well as graduate schools. The cost 
parameter sets store the current costs of tuition, room, and board for each of a plurality of educational 
institutions across the United States. The educational savings plans include at least one IRC (Internal 
Revenue Code) Section 529 Plan. 

Optionally, the analysis implements a comparison of a specific asset allocation, and/or use of the 
Section 529 Plan asset allocation applied to all assets, so as to receive a comparison based upon tax 
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advantages only. Moreover, the analysis may optionally consider a blended and/or progressive asset 
allocation based upon the age of the prospective student. The results of the analysis may optionally be 
provided in the form ofa graphical comparison of monthly and/or lump sum savings needed for each of 
the plurality of saving plans. This graphical comparison considers the tax implications of the saving 
5 plans. When selecting a saving plan that is a combination of various investment vehicles as, for 

example, a Section 529 Plan, a UGMA/UTMA Plan, and an Education IRA, the graphical comparison 
displays the most advantageous annual breakdown for saving money. A further optional feature 
permits a user to toggle back and forth between display of a first and a second graphical comparison. 
The first graphical comparison assumes that the maximum permissible annual Education IRA 

10 contribution will be made, whereas the second graphical comparison does not make this assumption. A 
still further optional feature provides explanatory textual outputs setting forth the advantages and . 
disadvantages of various saving plans. 

An optional rate adjustment feature permits interest rate and/or appreciation assumptions to be 
changed in the analysis, so that the results of the analysis will provide a graphical comparison display 

1 5 for each of a plurality of different interest rate assumptions. The analysis considers tax implications 
such as capital appreciation, dividends, and turnover. An optional date adjustment feature enables 
users to select starting and ending dates for periodic saving plans. 

BRIEF DESCRIPTION OF THE DRAWINGS 

20 

For a more complete description of the present invention, the Detailed Description of the 
Preferred Embodiments thereof is to be taken in connection with the following drawings, in which: 
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FIG. 1 is a hardware block diagram setting forth an illustrative operational environment for the 
present invention; 

FIGs. 2A-2D together comprise a flowchart setting forth an overall operational sequence for a 
preferred embodiment of the invention; 
5 FIG. 3 is a diagram setting forth an illustrative data structure for an Educational Institution 

Table; 

FIGs. 4 A and 4B are display screen captures showing an illustrative password screen and menu 
from which an educational funding calculator web site may be accessed; 

FIG. 5 is a display screen capture showing an illustrative web page that contains introductory 
1 0 information about the educational funding calculator described herein; 

FIGs. 6 A and 6B are display screen captures setting forth an illustrative navigational topolpgy 
for the educational funding calculator web site; 

FIG. 7 is a display screen capture providing instructions as to the manner in which calculator 
results may be saved and/or printed; 
1 5 FIGs. 8A-8B, 9A-9F, and 10A-1 OB are display screen captures describing the basic 

characteristics of various educational investment plans; 

FIG. 1 1 is a display screen capture showing a web page for accepting entered financial 
information related to a prospective student and/or that student's family; 

FIG. 12 is a display screen capture showing a web page equipped to receive a user's selection of 
20 educational institution. 

FIG. 13 is a display screen capture showing a web page equipped to receive information about a 
user's assets; 
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FIG. 14 is a display screen capture showing an investor's asset allocation for a state-sponsored 
college saving ('529) plan; 

FIG. 15 is a display screen capture showing an investor's asset allocation at yearly intervals in 
terms of equity, fixed income, and cash; 

FIG. 16 is a display screen capture showing assets, allocation, and savings for an investor; 

FIG. 17 is a display screen capture on which various assumptions about rates of return may be 
entered and/or estimated; 

FIG. 18 is a display screen capture that shows the results of the educational savings plan analysis 
generated by the output mechanism pursuant to a preferred embodiment of the invention; and 

FIG. 1 9 is a display screen capture that shows a comparison among a plurality of different . 
educational savings plans; 

FIG. 20 is a display screen capture that shows a comparison among a plurality of different 
educational savings plans, taking into account additional lump sum savings; 

FIG. 21 is a display screen capture showing the results of the educational savings plan analysis 
in the form of a year-by-year table that displays the funds invested in the investor's assets, UGMA plan 
assets, 529 plan assets, and Educational IRA assets; 

FIG. 22 is a display screen capture that provides explanatory information to the investor about 
the results of the educational savings plan analysis; 

FIG. 23 is a flowchart setting forth an operational sequence for performing educational savings 
plan accumulation and withdrawal calculations according to a preferred embodiment of the invention; 

FIG. 24 is a flowchart setting forth an operational sequence for determining an educational 
savings plan solution according to a preferred embodiment of the invention; and 
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Appendix "A" is an illustrative Report generated in conjunction with the procedures of the present 
invention. 

DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS 
5 FIG. 1 is an illustrative hardware block diagram setting forth an Internet-based operational 

environment equipped to implement the techniques of the present invention. As a preliminary matter, it 
should be pointed out that other hardware configurations could be employed to implement the invention, 
and some of these configurations may not operate over the Internet. With reference to FIG. 1, the 
methods described herein are intended for use with a computer-readable medium on which are stored a 
„ 10 plurality of respective educational institution identifiers and a plurality of educational savings plan 

parameter sets. Illustratively, this computer-readable medium is provided in the form of database 101. 
Each of the educational institution identifiers is associated with a corresponding set of cost parameters 
specifying at least one of room, board, and tuition costs for the respective educational institution. Each 
of the educational savings plan parameter sets specifies one or more characteristics of a corresponding 
1 5 educational savings plan. Database 101 may be organized in the form of one or more lookup tables 
which, for example, associate each of a plurality of educational institutions with one or more cost 
parameters, such as the cost of tuition and the cost of room-and-board, as is shown in FIG. 3 (to be 
described in greater detail hereinafter). 

Database 101 is readable from a computer such as web site server 103. Web site server 103 is 
20 equipped with software in the form of a novel educational funding calculator, to be described hereinafter 
in connection with FIGs. 2A-2D. Any of various remote devices can access web site server through the 
Internet 105. The example of FIG. 1 shows two illustrative types of remote devices - namely, 
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personal computer 1 17 and computing device 115- but it is to be understood that any of a wide variety 
of remote devices may be used in connection with the methods of the present invention. 

Personal computer 1 17 is coupled to an Internet Server 107 via a modem -1 1 1- to- modem- 113 
link. In turn, Internet Server 1 07 is coupled to Internet 1 05. Accordingly, inputs entered into personal 
computer 1 17 are conveyed over modem -1 1 1- to- modem -113 link to Internet server 107, whereupon 
these inputs are conveyed over the Internet 105 to web site server 103. These inputs are then used by 
the educational funding calculator program which, in the example of FIG. 1, is executed at web site 
server 103. The results of the educational funding calculator program can be outputted to a printer 120 
that interfaces with personal computer 117. The results can also be outputted from computing device 
115 to printer 120. 

Web site server 103 may also be accessed from a computing device 115. Computing device 1 15 
is coupled to an internet server 109 via a communications link 108. Communications link 108 may 
represent any mechanism for conveying information from one place to another, including, for example, 
wired communications, wireless communications, optical communications, and various combinations 
thereof. In turn, internet server 109 is coupled to Internet 105. The results of the educational funding 
calculator can be outputted to a display 1 16 integral to, and/or that interfaces with, computing device 
115. 

The specific hardware configuration shown in FIG. 1 is for illustrative purposes only. For 
example, it is also possible to execute the college funding calculator program at Internet server 107 or 
Internet server 109, and/or to distribute execution of this program amongst a plurality of hardware 
elements. A standalone version of the calculator program could be adapted to run on a personal 
computer 117 without the necessity of connecting to the Internet. Moreover, in the Internet 
embodiment of FIG. 1, the modem- 1 1 1-to-modem-l 13 link, Internet Server 107, and personal computer 
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1 17 are shown for illustrative purposes only, as any of various other hardware elements may be used as 
mechanisms for accepting user input and forwarding this input to the Internet 105. 

Refer now to FIGs. 2A-2D, which together comprise a flowchart setting forth an overall 
operational sequence for a preferred embodiment of the invention. The method commences at block 
200 where (a) at least one educational institution identifier, and (b) the prospective student's age and/or 
date of birth, are received. Illustrative examples of educational institution identifiers are discussed 
hereinafter with reference to FIG. 3. At block 201, additional optional information may be received. 
This optional additional information may specify, for example, educational expenses, the date on which 
courses at an educational institution will commence, the date on which educational courses have been 
completed, the age of the prospective student, the date(s) on which tuition payment(s) are due, the . tax 
rates of prospective students and parents/caregivers, existing savings of the prospective student, and 
existing savings of the prospective student's parents, caregivers, and/or other family members. These 
additional optional input variables are mentioned for illustrative purposes, as other variables in addition 
to, or in lieu of, the aforementioned optional variables may or may not be employed. Moreover, even if 
some or all of these variables are employed, they need not be explicitly entered by a user. This may be 
accomplished by associating the educational institution identifiers with one or more optional variables 
as, for example, in the form of a lookup table similar to that shown in FIG. 3, but including one or more 
additional columns corresponding to one or more optional variables. 

Next, at block 202 (FIG. 2B), for each of the educational institution identifiers received at block 
200, a corresponding set of cost parameters is retrieved from the computer-readable medium. A 
comparative analysis of a plurality of educational savings plans is generated by applying each retrieved 
set of cost parameters to each of the educational savings plan parameter sets (block 203). This 
comparative analysis takes into consideration the tax implications of a plurality of educational savings 
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plan. The actual process of applying the retrieved cost parameters to the educational sayings 
plan parameter sets is described in greater detail with reference to blocks 204-21 1. 
At block 204, the starting and/or ending date of educational institution classes is computed, if 
this information was not entered as an optional variable or included in the aforementioned lookup 
table. The age of the prospective student is computed from information received at block 200, if 
the age was not explicitly entered by the user. Finally, educational expenses are computed, based 
upon cost parameters associated with the received educational institution identifier(s), if this 
information was not explicitly specified and entered by the user. For each of respective 
received educational institution identifiers, the corresponding amount of educational expenses 
may be conceptualized as an educational expense goal Next, monthly allocations and rates are 
calculated (block 205). For each educational institution identifier that is received at block 200, 
the amount needed to fund the educational expense goal is calculated (block 207). 
For each of a plurality of educational savings plans, the amount to be saved on a periodic, 
monthly, and/or lump-sum basis to fund the educational expense goal is determined (block 209). 
This calculation includes the impact of the prospective student's capital gains tax and ordinary 
income tax rates, as well as the impact of the parents' (or guardians') capital gains tax and 
ordinary income tax rates. For the sake of convenience, the prospective student could be 
referred to as a "child", although it is to be understood that the techniques of the present 
invention are also applicable to prospective students that are not necessarily children, and 
prospective students who may not have living parents or guardians. If more than one educational 
institution identifier was received at block 200, the process of block 209 is repeated for each 
educational institution, because each of these institutions is likely to have a corresponding 
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expense goal that is unique to that institution. Possible exceptions are state-operated schools 
having a multiplicity of campuses throughout the state. In these cases, costs could be 
substantially identical as, for example, if a student is comparing Northern Illinois University to 
Southern Illinois University, and intends to live in on-campus housing. 
At block 211, additional monthly (and/or periodic, and/or lump sum) savings needed to fund 
each of the educational expense goals is calculated, using each of the plurality of college savings 
plans. After the comparative analysis of blocks 204-21 1 is complete, the results of the analysis 
are outputted on a display and/or printout so that an investor can determine which of the plurality 
of educational savings plans best meets his or her needs (block 213). This comparative analysis 
may, but need not, be provided in the form of a table or graphical object that shows annual and/or 
periodic savings breakdowns for each of the plurality of educational savings plans. 
Pursuant to a further embodiment of the invention, the educational institution identifiers stored 
on the computer-readable medium specify undergraduate schools. Optionally, the identifiers 
could specify graduate schools. The cost parameter sets store the current costs of tuition, room, 
and board for each of a plurality of educational institutions across the United States. The 
educational savings plans include at least one IRC (Internal Revenue Code) Section 529 Plan. 
The comparative analysis optionally provides for a comparison of a specific asset allocation, 
and/or use of the Section 529 Plan asset allocation applied to all assets, so as to receive a 
comparison based upon tax advantages only. Moreover, the analysis may optionally be adapted 
to provide a blended and/or progressive asset allocation based upon the age of the prospective 
student. 
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The displayed and/or printed output may optionally be adapted to provide a graphical 
comparison of monthly and/or lump sum savings needed for each of the plurality of saving plans. 
This graphical comparison considers the tax implications of the saving plans. When selecting a 
saving plan that is a combination. of various investment vehicles as, for example, a Section 529 
Plan, a UGMA/UTMA Plan, and an Education IRA, the graphical comparison displays the most 
advantageous annual breakdown for saving money. A further optional feature is operable when 
the output is provided on a display screen. A mechanism is provided by which a user can toggle 
back and forth between a first and a second graphical comparison. This toggling feature may be 
provided, for example, in the context of a personal computer, by pointing and clicking a 
computer mouse at or on the first or second graphical comparison. Illustratively, the first 
graphical comparison assumes that the maximum permissible annual Education IRA contribution 
will be made, whereas the second graphical comparison does not make this assumption. A still 
further optional feature provides explanatory textual outputs setting forth the advantages and 
disadvantages of various saving plans. An optional rate adjustment mechanism coupled to the 
comparative analysis procedure permits interest rate assumptions to be changed, so as to provide 
a graphical comparison display for each of a plurality of different interest rate assumptions. The 
comparative analysis will consider tax implications such as capital appreciation, dividends, and 
turnover. 

FIG. 3 is a diagram setting forth an illustrative data structure for an Educational 
Institution 

Table 300. A first data field, Educational Institution Identifier 301 , stores a plurality of 
educational institution identifiers which uniquely specify a corresponding educational institution 
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and/or a theoretical fictitious "typical", "average", or "representative" educational institution. 
For example, a college institution identifier could be used to specify an "average public" 
undergraduate school. 'Any of various formats could be used to provide educational institution 
identifiers, and FIG. 3 includes some illustrative examples. For example, the actual name of the 
educational institution may be employed as in the case of "Northwestern University" and 
"Rutgers University". Optionally, the user may be provided with a drop-down menu on a web 
page that includes actual educational institution names. One or more of these institutions are 
then selected by pointing and clicking a computer mouse, whereupon the user's selection(s) are 
received at the web site server. Other types of educational institution identifiers that may be 
received are as follows. An alphabetic code may be used, such as "PRU" for Princeton 
University, "MCCC" for Mercer County Community College, or "SDSU" for San Diego State 
University. A numeric code could be employed: "1543" for Swarthmore College. Letters and 
numbers may be combined, as is the case with IL-8810, specifying the University of Illinois at 
Chicago Circle. A portion of the actual school name may be used, such as "Univ of Wise" for 
the University Of Wisconsin, "DeVry" for the DeVry Institute of Technology, and "Mendota" for 
Mendota State College. 

Each of a plurality of educational institution identifiers in Educational Institution Table 300 
is associated with a corresponding Educational Institution Name 303 field, and a Cost Parameters 
field 311. Use of the Educational Institution Name 303 field is optional in cases where the 
educational institution identifier is the actual name of the educational institution. The cost 
parameters field 31 1 is broken down into three sub-fields: a cost parameter set specifying room 
and board costs (305), a cost parameter set specifying tuition costs (307), and a cost parameter set 
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specifying the cost of books and incidentals (309). These cost parameter sets may be indicative 
of annual costs, semester-by-semester costs, or the costs involved during the entire time period 
from starting classes to' obtaining a degree. Alternatively, some other periodic measure of 
educational institution costs may be employed. If one assumes that the Educational Institution 
Table 300 of FIG. 3 specifies annual costs, then annual tuition for Mercer County Community 
College would be $ 1 5,000. Costs of room and board at Northwestern University would be 
$13,830 per year. Books and incidentals would cost $1250 per year at Mendota State College. It 
should be emphasized that the costs shown in Educational Institution Table are given only for 
purposes of illustration, and they are not intended to be accurate representations of actual costs. 

FIGs. 4A and 4B are display screen captures showing an illustrative introductory menu 

from 

which an educational funding calculator web site may be accessed. The screen captures inform 
users that the educational funding calculator may be used to help clients assess their projected 
ability to fund an educational goal. The analysis identifies the best ways for the client to save 
additional funds, based upon the income tax situation of the client and/or the prospective student. 
Other optional financial planning tools, such as a minimum required distribution planner, could 
also be accessed from the illustrative web page of FIGs. 4 A and 4B. 

FIG. 5 is a display screen capture showing an illustrative web page that contains further 
introductory information about the educational funding calculator described herein. The display 
screen informs the user that it is difficult to determine the best method of saving for an 
educational goal. However, the college funding calculator (described hereinbefore with reference 
to FIGs. 2A-2D) can be used to review the pros and cons of the various funding alternatives, with 
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the appropriate income tax factors taken into consideration. The college funding calculator is 
equipped to analyze the client's portfolio asset base, UGMA/UTMA accounts, Section 529 
College Investing Plans, the combination of a UGMA/UTMA account and a Section 529 College 
Investing Plan, and an Education IRA. 

FIGs. 6A and 6B are display screen captures setting forth an illustrative navigational 

topology 

for the educational funding calculator web site. The web site is organized into four 
"compartments": profile, assets, allocation, and results. The profile compartment receives 
and/or processes information about: (1) the child and/or prospective student, (2) income tax 
brackets, (3) educational costs, and (4) the savings time frame. The assets compartment receives 
details about the client' s current holdings in. and monthly contributions to, any of various 
accounts, as well as the overall asset allocation for all funds, excluding funds held in a Section 
529 College Investing Plan. 

The allocation compartment provides a summary of the manner in which portfolio, 
UGMA/UTMA, and Education IRA assets are allocated, as well as any Section 529 College 
Investing Plan allocation schedules. This compartment also provides access to a mechanism 
which can receive inputted projected rates of return for the various aforementioned asset 
categories and, in response to this input, indicate an equity turnover percentage. 

The results compartment provides a printout and/or display detailing the monthly and lump 
sum additional savings needed in each of a plurality of educational savings plans and/or accounts 
to fully fund the educational goal(s). These results may also include one or more graphs which 
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show the accumulation and depletion of assets throughout the savings period and a comparison 
of the total savings needed by account, 

FIG. 7 is a display screen capture providing instructions as to the manner in which 
calculator results may be saved and/or printed. Once the comparative analysis has been 
performed, a printout, display, and/or output file may be generated. Any such printout could be 
in the form of a written report indicative of client asset distribution. An optional output file 
could be generated, whereupon the client saves one or more college investment scenarios for 
future review and analysis. A further functionality is provided so that, if the comparative 
analysis appears on a display screen, the user can generate a screen printout. In the operational 
environment of a typical web browser, this may be accomplished by selecting "Print" from the 
"File" toolbar drop-down menu. 

FIGs. 8A-8B, 9A-9F, and 10A-10B are display screen captures describing the basic 
characteristics of various educational investment plans. FIGs. 8 A and 8B describe the 
advantages, and disadvantages of client assets as well as UGMA/UTMA accounts. These pros 
and cons were previously discussed in the section entitled, "Background of the Invention". 
FIGs. 9A-9F describe Section 529 College Investing Plans, and FIGs. 10A-10B cover Education 
IRAs as well as combinations of UGMA/UTMA accounts with Section 529 College Investing 
Plans. 

FIG. 1 1 is a display screen capture showing a web page for accepting entered financial 
information related to a prospective student and/or that student's family. Received inputs include 
the prospective student's name (Matthew), the date of birth (4/12/1994), state of residence 
(Pennsylvania), ordinary income and capital gains tax rates for the student as well as his parents, 
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one or more educational institution identifiers (in this case, a generic "Average Public" 
undergraduate school). The start year is inputted (or calculated) as 2012. The retrieved costs are 
$9,271 per year, and four years of school are anticipated. The education cost increase rate is 
received or calculated or projected at 5%. 

FIG. 12 is a display screen capture showing a web page equipped to receive a user's 
selection of educational institution. In this example, the user can enter in an educational 
institution name or a portion thereof, and a search will be performed to locate any schools that 
match the entered parameters. The user can then highlight one or more of the retrieved 
educational institutions, whereupon the user's selection will be received for further processing. 
In the example of FIG. 12, the user searched for and then selected "LaSalle University". The web 
site server received this selection, and retrieved cost parameters for LaSalle specifying a current 
cost of $22430.. 

FIG. 1 3 is a display screen capture showing a web page equipped to receive information 
about a user's assets. In this example, there are no client assets, no UGMA/UTMA accounts, and 
no Educational IRAs. Educational savings were to have commenced in 1999. A Section 529 
College Investment Plan is to be the investment vehicle of choice, with 80% allocated to equity, 
and 20% allocated to taxable fixed income. The savings period is selected to end at the first year 
of education (2012). 

FIG. 14 is a display screen capture showing an exemplary investor's asset allocation for a 
state-sponsored college saving ('529) plan. Note, however, that it is also possible to take a fixed 
allocation of the '529 plan assets. The illustrated '529 plan allocation transitions over a 
prospective student's pre-college lifetime from an aggressive investment approach to a more 
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conservative approach. For example, if the prospective student is a newborn child, 90% of '529 
plan assets are invested in equities, 10% is in fixed income assets, and 0% is cash. Once the 
child is 8 years old, 66% is invested in equities, and 34% is in fixed income assets. At age 16, 
22% is in equities, 23% in cash, and 55% in fixed income assets. One can appreciate the gradual 
progression from a very aggressive, fast-growth, but risky financial position to one of slower, but 
more stable and consistent growth. 

FIG. 15 is a display screen capture showing an investor's asset allocation at yearly 
intervals in terms of equity, fixed income, and cash. The actual information content of FIG. 15 is 
similar to that of FIG. 14, except that FIG. 14 shows the information in pie-chart format, Whereas 
FIG. 15 shows this information in the form of a table. Due to possible display screen constraints, 
it may only be possible to show a limited number of pie charts on a typical computer monitor 
before the charts lose legibility. Accordingly, FIG. 14 includes pie charts at four-year intervals, 
whereas the table of FIG. 15 can include allocation information on a year-by-year basis. 

FIG. 16 is a display screen capture showing assets, allocation, and savings for an investor. 
Current balance, unrealized gains, and monthly contributions for client assets, UGMA/UTMA 
accounts, Educational IRAs, and 529 Plans are received and/or calculated. A 529 plan allocation 
of 80% equities and 20% fixed income assets is specified. The beginning of the savings period 
started in 1999, and the savings period will end in the year 2012, which is the first year of college 
education. 

FIG. 17 is a display screen capture on which various assumptions about rates of return 
may be entered and/or estimated. In this example, capital appreciation is 8%, annual turnover is 
100%, and dividends are 2%. 
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FIG. 18 is a display screen capture that shows the results of the educational savings plan 
analysis generated by the output mechanism pursuant to a preferred embodiment of the invention. 
The graphical output of FIG. 18 shows annual assets in dollars for each of a plurality of years, 
starting at the commencement of the educational savings plan and ending with graduation. The 
height of each bar in the bar graph is proportional to the amount of assets in the educational 
savings plan during a specific year. Note that the assets steadily increase, year by year, once the 
plan is commenced. However, once the student starts attending college, the assets are eventually 
depleted. 

FIG. 19 is a display screen capture that shows a comparison among a plurality of different 
educational savings plans, with reference to the accumulation of additional monthly savings.. In 
this example, to accumulate sufficient assets to fund the desired educational program, the 
investor would need to save $141 per month in "personal" assets, $127 per month under a 
UGMA plan, $149 per month under a Section 529 Plan, and $132 per month if a combination of 
a Section 529 Plan and a UGMA is used. 

FIG. 20 is a display screen capture that shows a comparison among a plurality of different 
educational savings plans, taking into account additional lump sum savings. If the investor 
placed assets into "personal" accounts, an additional lump sum savings of $14,587 would be 
required. For a UGMA account, this amount would be reduced to $12,561. For a Section 529 
Plan, the amount is $15,055, and for a UGMA/ Section 529 Plan combination, the amount is 
$12,561. 

FIG. 21 is a display screen capture showing the results of the educational savings plan 
analysis in the form of a year-by-year table that displays the investor's assets, UGMA plan assets, 
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529 plan assets, and Educational IRA assets. Savings details are provided in tabular form, 
comparing assets in each of these plans on a year-by-year basis. 

FIG. 22 is a display screen capture that provides explanatory textual information to the 
investor about the results of the educational savings plan analysis. 

FIG. 23 is a flowchart setting forth an operational sequence for performing educational 

savings 

plan accumulation and withdrawal calculations according to a preferred embodiment of the 
invention. The sequence commences at block 401 where, based upon user input, the program 
determines the projected financial contributions that are to be made to each of one or more 
college savings accounts on a periodic basis. Typically, these financial contributions are ^ 
projected as occurring at the beginning of every month. Next, the program determines the 
monthly interest and appreciation in each of the accounts (block 403). In order to meet the 
projected qualified educational expenses, each of the accounts is depleted in a certain rank order. 
The first account to be depleted is the 4 529 plan, followed by UGMA/UTMA assets, then client 
(parent/student/caregiver) assets, and, finally, Education IRA's. Unfunded expenses are tracked 
in a debt/loan account (block 405). 

At block 407, a determination is made as to which party (i.e., parent/caregiver or 
prospective student/child) is entitled to the student/child's personal exemption. This 
determination is based upon the account from which expenses are paid. Ordinary income for 
each account is calculated (block 409), and capital gains for each account is also calculated 
(block 411). The capital gains calculation is based upon the equity annual turnover percentage 
and withdrawals for educational expenses. The child/student's taxes attributable to withdrawals 
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from '529 Plan and Educational IRA assets, as well as capital gains on the sale of appreciated 
assets, are calculated (block 413). These calculations are based upon the child/student's standard 
deduction, personal exemption (if applicable), maximum capital gain rate, Hope and Lifetime 
Learning Credits, and Kiddie Tax rules. 

The parent/caregiver's taxes attributable to capital gains on the sale of appreciated 
securities is calculated (block 415). This calculation is based upon personal exemption after 
phase-down (if applicable), maximum capital gains rate, and Hope and Lifetime Learning Credits 
after phase-down. Any additional penalties and/or additional taxes are considered at block 417. 
These additional penalties are associated with withdrawals from 6 529 Plans, withdrawals from 
Education IRA accounts, and/or the use of appreciated securities to pay taxes. At block 419, the 
payment of the child/student's income tax is projected by depleting the accounts in the following 
order: client assets, UGMA/UTMA assets, '529 Plan assets, and Education IRA assets. 
Unfunded expenses are tracked in a debt/loan account. 

A test is performed at block 423 to ascertain whether or not additional withdrawals 
from '529 Plans (and/or additional withdrawals from Education IRAs) to meet tax expenses are 
more than a minimal threshold. If so, the program loops back to block 413. If not, the program 
advances to block 425 where a test is performed to determine whether or not the debt/loan 
balance is zero. If so, the program ends. If not, the negative branch leads to block 427 where the 
program of FIG. 24 is then performed. 

Note that the operational sequence of FIG. 23 is repeated for each year to be considered in 
a projected educational expense analysis. For example, if the child/student will enter high 
school in September, 2004, the operational sequence of FIG. 23 would be performed once for 
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each of the years 2000, 2001, 2002, 2003, 2004, 2005, 2006, 2007, 2008, 2009, 2010, 201 1, and 
2012 (assuming that the student plans on graduating from college in 2012). These are projected 
calculations, and it is expected that calculations for each of these years would be performed 
simultaneously, in quick succession, and/or substantially in real time, in response to user input. 
The user would receive the results for every year of the analysis within seconds. That is to say, a 
calculation that considers the year 2008 does not need to be performed during 2008, unless the 
user requests a projected analysis at that time 

FIG. 24 is a flowchart setting forth an operational sequence for determining an 
educational 

savings plan solution according to a preferred embodiment of the invention. This procedure may 
be referred to as a "solver calculation". The procedure commences at block 527, which is 
accessed from block 427 of FIG. 23. From block 527, the program progresses to block 529 
where a test is performed to ascertain whether or not the solver calculation is solving for a 
monthly amount. If so, the program branches to the operational sequences of blocks 531-543. If 
not, the program branches to the operational sequences of blocks 547-557. 

If the solver calculation is for a monthly amount, at block 53 1, the debt/loan balance is 
divided by the number of months between the savings starting date and the savings ending date. 
This step (and the steps of blocks 533-543 as well) are repeated once for each account type 
and/or plan represented in a user's overall educational savings program. The amount determined 
at block 53 1 is added to the monthly savings, and the accumulation calculation (i.e., the 
procedure of FIG. 23) is performed once again. Program control then returns to block 535 where 
a test is performed to ascertain whether or not the assets and the debt/loan account balance at the 
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end of the analysis period were both close to zero (within a predefined threshold). If so, the 
program ends. If not, program control progresses to block 537 where a test is performed to 
determine whether or not the assets at the end of the analysis period were greater than zero (or 
greater than within a predetermined threshold of zero). If so, program control progresses to 
block 539 where, based on a regression formula, the amount of monthly savings is reduced, the 
accumulation program of FIG. 23 is executed again, and, after this execution, the program loops 
back to block 535. 

The negative branch from block 537 leads to block 541 where a test is performed to 
ascertain whether or not the debt/loan balance at the end of the analysis period was greater than 
zero (or greater than within a predetermined threshold of zero). If not, the program ends. If so, 
the program progresses to block 543 where, based upon a regression formula, the amount of 
monthly savings is increased, the accumulation calculation of FIG. 23 is executed again, and, 
after execution, program control returns to block 535. 

The operational sequence of blocks 547-557 will be performed as the negative branch 
leading from block 529. At block 547, the debt/loan account balance is added to the starting 
balance, and the accumulation program of FIG. 23 is executed again. (This step, as well as the 
steps of blocks 549-557, are repeated once for each account/plan type in a user's overall 
educational investment program.) After execution of the program of FIG. 23, program control 
returns to block 549 where a test is performed to ascertain whether or not the assets and the 
debt/loan balance at the end of the analysis period were both close to zero (i.e., within a 
predefined threshold of zero). If so, the program ends. If not, program control progresses to 
block 553 where a test is performed to ascertain whether or not the assets at the end of the 
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analysis were greater than zero (or greater than zero by at least a predetermined threshold). If so, 
the program advances to block 551 where, based upon a regression formula, an amount is 
subtracted from the new starting balance, the accumulation calculation of FIG. 23 is executed 
again, and, after execution, program control reverts back to block 549. If the assets at the end of 
the analysis were not greater than zero (or greater than zero by at least a predetermined 
threshold), then the program advances to block 555 where a test is performed to ascertain 
whether or not the debt/loan balance at the end of the analysis period was greater than zero (or 
greater than zero by at least a predetermined threshold). If not, the program ends. If so, the 
program advances to block 557 where, based upon a regression formula, an amount is added to 
the new starting balance, the accumulation program of FIG. 23 is executed again and, after 
execution , program control reverts back to block 549. 

Appendix "A" is an illustrative Report generated in conjunction with the procedures of the 
present invention. Illustratively, this Report may be produced by printer 120 (FIG. 1). It is also 
possible to furnish this Report in the form of a graphical output supplied to a display device, such 
as a CRT or LCD screen coupled to a computing device. 

While the preferred embodiments of the present invention have been described in detail, 
it will be appreciated that numerous variations and modifications of the present invention will 
occur to persons skilled in the art. All such variations and modifications shall constitute the 
present invention as defined by the scope and spirit of the appended claims. 
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